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§ 412.533 Transition payments. 
(a) Duration of transition periods. Ex-

cept for a long-term care hospital that 
makes an election under paragraph (c) 
of this section or for a long-term care 
hospital that is defined as new under 
§ 412.23(e)(4), for cost reporting periods 
beginning on or after October 1, 2002, 
and before October 1, 2006, a long-term 
care hospital receives a payment com-
prised of a blend of the adjusted Fed-
eral prospective payment as deter-
mined under § 412.523, and the payment 
determined under the cost-based reim-
bursement rules under Part 413 of this 
subchapter. 

(1) For cost reporting periods begin-
ning on or after October 1, 2002 and be-
fore October 1, 2003, payment is based 
on 20 percent of the Federal prospec-
tive payment rate and 80 percent of the 
cost-based reimbursement rate. 

(2) For cost reporting periods begin-
ning on or after October 1, 2003 and be-
fore October 1, 2004, payment is based 
on 40 percent of the Federal prospec-
tive payment rate and 60 percent of the 
cost-based reimbursement rate. 

(3) For cost reporting periods begin-
ning on or after October 1, 2004 and be-
fore October 1, 2005, payment is based 
on 60 percent of the Federal prospec-
tive payment rate and 40 percent of the 
cost-based reimbursement rate. 

(4) For cost reporting periods begin-
ning on or after October 1, 2005 and be-
fore October 1, 2006, payment is based 
on 80 percent of the Federal prospec-
tive payment rate and 20 percent of the 
cost-based reimbursement rate. 

(5) For cost reporting periods begin-
ning on or after October 1, 2006, pay-
ment is based entirely on the adjusted 
Federal prospective payment rate. 

(b) Adjustments based on reconciliation 
of cost reports. The cost-based percent-
age of the provider’s total Medicare 
payment under paragraphs (a)(1) 
through (a)(4) of this section are sub-
ject to adjustments based on reconcili-
ation of cost reports. 

(c) Election not to be paid under the 
transition period methodology. A long- 
term care hospital may elect to be paid 
based on 100 percent of the Federal pro-
spective rate at the start of any of its 
cost reporting periods during the 5- 
year transition periods specified in 
paragraph (a) of this section. Once a 

long-term care hospital elects to be 
paid based on 100 percent of the Federal 
prospective payment rate, it may not 
revert to the transition blend. 

(1) General requirement. A long-term 
care hospital must notify its fiscal 
intermediary of its intent to elect to be 
paid based on 100 percent of the Federal 
prospective rate at the start of any of 
its cost reporting periods during the 5- 
year transition period specified in 
paragraph (a) of this section. 

(2) Notification requirement to make 
election. (i) The request by the long- 
term care hospital to make the elec-
tion under paragraph (c)(1) of this sec-
tion must be made in writing to the 
Medicare fiscal intermediary. 

(ii) For cost reporting periods that 
begin on or after October 1, 2002 
through November 30, 2002, the fiscal 
intermediary must receive the notifi-
cation of the election before November 
1, 2002. 

(iii) For cost reporting periods that 
begin on or after December 1, 2002 
through September 30, 2006, the fiscal 
intermediary must receive the notifi-
cation of the election on or before the 
30th day before the applicable cost re-
porting period begins. 

(iv) The fiscal intermediary must re-
ceive the notification by the dates 
specified in paragraphs (c)(2)(ii) and 
(c)(2)(iii) of this section, regardless of 
any postmarks or anticipated delivery 
dates. Requests received, postmarked, 
or delivered by other means after the 
dates specified in paragraphs (c)(2)(ii) 
and (c)(2)(iii) of this section will not be 
accepted. If the date specified in para-
graphs (c)(2)(ii) and (c)(2)(iii) of this 
section falls on a day that the postal 
service or other delivery sources are 
not open for business, the long-term 
care hospital is responsible for allow-
ing sufficient time for the delivery of 
the notification before the deadline. 

(v) If a long-term care hospital’s no-
tification is not received by the dates 
specified in paragraphs (c)(2)(ii) and 
(c)(2)(iii) of this section, payment will 
be based on the transition period rates 
specified in paragraphs (a)(1) through 
(a)(5) of this section. 

(d) Payments to new long-term care hos-
pitals. A new long-term care hospital, 
as defined in § 412.23(e)(4), will be paid 
based on 100 percent of the standard 

VerDate Aug<31>2005 00:42 Nov 03, 2006 Jkt 208177 PO 00000 Frm 00610 Fmt 8010 Sfmt 8010 Y:\SGML\208177.XXX 208177



599 

Centers for Medicare & Medicaid Services, HHS § 412.534 

Federal rate, as described in § 412.523, 
with no transition payments, as de-
scribed in § 412.533(a)(1) through (a)(5). 

§ 412.534 Special payment provisions 
for long-term care hospitals within 
hospitals and satellites of long-term 
care hospitals. 

(a) Scope. The policies set forth in 
this section apply to discharges occur-
ring in cost reporting periods begin-
ning on or after October 1, 2004 from 
long-term care hospitals as described 
in § 412.23(e)(2)(i) meeting the criteria 
in § 412.22(e)(2), or satellite facilities of 
long-term care hospitals that meet the 
criteria in § 412.22(h). 

(b) Patients admitted from hospitals not 
located in the same building or on the 
same campus as the long-term care hos-
pital. Payments to the long-term care 
hospital for patients admitted to the 
long-term hospital or to a satellite of 
the long-term care hospital from an-
other hospital that is not the co-lo-
cated hospital are made under the rules 
in this subpart with no adjustment 
under this section. 

(c) Patients admitted from the hospital 
located in the same building or on the 
same campus as the long-term care hos-
pital or satellite facility. Payments to 
the long-term care hospital for pa-
tients admitted to it or to its satellite 
facility from the co-located hospital 
will be made under either paragraph 
(c)(1) or paragraph (c)(2) of this section. 

(1) Except as provided in paragraph 
(g) of this section, for any cost report-
ing period beginning on or after Octo-
ber 1, 2004 in which the long-term care 
hospital or its satellite facility has a 
discharged Medicare inpatient popu-
lation of whom no more than 25 per-
cent were admitted to the hospital or 
its satellite facility from the co-lo-
cated hospital, payments are made 
under the rules at § 412.500 through 
§ 412.541 in this subpart with no adjust-
ment under this section. 

(2) Except as provided in paragraph 
(d), (e), or (g) of this section, for any 
cost reporting period beginning on or 
after October 1, 2004 in which the long- 
term care hospital or satellite facility 
has a discharged Medicare inpatient 
population of whom more than 25 per-
cent were admitted to the hospital or 
satellite facility from the co-located 

hospital, payments for the patients 
who are admitted from the co-located 
hospital and who cause the long-term 
care hospital or satellite facility to ex-
ceed the 25 percent threshold for dis-
charged patients who have been admit-
ted from the co-located hospital are 
the lesser of the amount otherwise pay-
able under this subpart or the amount 
payable under this subpart that is 
equivalent, as set forth in paragraph (f) 
of this section, to the amount that 
would be determined under the rules at 
Subpart A, § 412.1(a). Payments for the 
remainder of the long-term care hos-
pital’s or satellite facility’s patients 
are made under the rules in this sub-
part at § 412.500 through § 412.541 with 
no adjustment under this section. 

(3) In determining the percentage of 
patients admitted to the long-term 
care or satellite facility from the co-lo-
cated hospital under paragraphs (c)(1) 
and (c)(2) of this section, patients on 
whose behalf an outlier payment was 
made to the co-located hospital are not 
counted towards the 25 percent thresh-
old. 

(d) Special treatment of rural hospitals. 
(1) Subject to paragraph (g) of this sec-
tion, in the case of a long-term care 
hospital or satellite facility that is lo-
cated in a rural area as defined in 
§ 412.64(b)(1)(ii)(C) and is co-located 
with another hospital for any cost re-
porting period beginning on or after 
October 1, 2004 in which the long-term 
care hospital or satellite facility has a 
discharged Medicare inpatient popu-
lation of whom more than 50 percent 
were admitted to the long-term care 
hospital or satellite facility from the 
co-located hospital, payments for the 
patients who are admitted from the co- 
located hospital and who cause the 
long-term care hospital or satellite fa-
cility to exceed the 50 percent thresh-
old for discharged patients who were 
admitted from the co-located hospital 
are the lesser of the amount otherwise 
payable under this subpart or the 
amount payable under this subpart 
that is equivalent, as set forth in para-
graph (f) of this section, to the amount 
that were otherwise payable under sub-
part A, § 412.1(a). Payments for the re-
mainder of the long-term care hos-
pital’s or satellite facility’s patients 
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